This paper builds a dynamic computable general equilibrium model of the Moroccan economy that investigates the linkages that transmit the influence of remittances to households and economic sectors. The model shows that the linkage between the real estate sector and other sectors in a general equilibrium context gives interesting results. Given that the real estate sector uses intermediary inputs from other sectors, a drop of remittances will negatively affect the overall economy in contrast to the little impact such a drop will have in partial equilibrium. Hence, the channeling of investment from real estate to productive sectors is unexpectedly harmful. Positive effects arise only from an improvement in the country risk premium and from a reduction of international transfer costs.
INTRODUCTION
According to the World Bank estimates (2005) , developing countries received USD 126 billion of official remittances in 2004. This is USD 10 billion more than 2003, and USD 27 billion more than 2002. Ratha (2005) argues that officially recorded remittances have become the second highest source of external funding for developing countries, exceeding official development assistance, but following foreign direct investments (FDI) . As a result of these trends, migration issues have increasingly become the focus of attention, both among governments of origin and destination, and within the development community. Not surprisingly, policy makers and academicians are looking at remittances as a development tool for developing countries.
While the development impact of remittances has been the subject of many works 1 , those mainly focused on households, ignoring linkages that transmit the influence of migration and remittances to other households and economic sectors. Nevertheless, a shock to remittances has its most direct impact on household income. But since remittances are also invested, the shock affects the economic sectors, and consequently the demand for production factors and their corresponding prices. In turn, households' income changes because of the wage variation. Besides, remittances contribute to the receipts of the balance of payments (BoP), and therefore induce an appreciation or a depreciation of the exchange rate. The exchange rate variation affects the value in domestic currency of the international wage and thus, the decision to migrate and remit. In sum, this is a general equilibrium problem. This paper proposes a dynamic computable general equilibrium (CGE) approach to investigate the impact of remittances on a developing country highly dependent on this source of foreign currency: Morocco.
The literature on remittances shows that their effects are heterogeneous across space and depend on the amount received as well as other macroeconomic variables that are country-specific. In addition, it is worth mentioning that the literature is unevenly distributed with regard to country analyses. A lot of works have been done on Latin migrants living in the United Stated while the interest for migrants from Middle East and North Africa (MENA) countries in the European Union has just begun, despite receiving large flows of remittances. Indeed, the International Monetary Fund's Balance of Payments Yearbook shows that MENA countries received in 2001, as well as South Asia, the largest flow of remittances in percentage of GDP (2.3%) and the second largest flow, after Latin America and the Caribbean, in billions of USD (USD 14 billion v/s USD 23 billion). In particular, Morocco is ranked first between MENA countries and stood internationally after India, Mexico and the Philippines in 2001. Despite its prominent place among MENA countries, works concerned by the impact of remittances on Morocco are limited to unpublished reports, theses or working papers on particular regions 2 . On the national level, only general surveys 3 are available.
Yet, the literature based on households or on CGE models 4 has given less attention to the sectoral distribution of remittances invested, especially when the largest part of remittances in developing countries is invested in real estate. The problem with this sector is that construction services are offered domestically, unlike other sectors that compete with international products. Export competition has a positive effect on total factor productivity growth, for example through technology transfer in order to meet the world market quality standards. In order to model the investment of remittances in real estate in a dynamic CGE framework, this paper proposes a segmentation of the savings market: unlike FDI and domestic savings that finance productive sectors 5 , remittances mainly finance investment in construction. If remittances are treated analogously to foreign and domestic savings that finance productive sectors, this will overestimate the volume of capital invested in these sectors and create an illusion of a sustainable growth.
The paper first asks how family reunification and strict immigration policies in receiving countries, that are supposed to drive remittances down, would affect the Moroccan economy. In partial equilibrium, one may conclude that the economy would not be influenced by the downward evolution of remittances, when they are invested in a non-productive sector like real estate. However, in a general equilibrium framework, the drop of remittances would be harmful to the economy, even when invested in real estate, due to the existing linkages between sectors. The results show that the fear from the cut down in remittances is justified. Then, the paper gives some suggestions on how to profit from current flows. Channelling investment of remittances from real estate to productive sectors is unexpectedly harmful. The reduction of international transfer costs that increases the amount of remittances received by the economy and the improvement of the investment climate give the best results. This paper is structured as follows. Section 2 illustrates Morocco's dependency upon remittances. Section 3 is devoted to the theoretical framework. The results of the simulations are presented in Section 4. Section 5 concludes.
A BRIEF OVERVIEW OF REMITTANCES TO MOROCCO
Morocco is the fourth-largest developing country receiving official remittances, totalling MAD 37 billion (USD 3.3 billion) in 2001. Their level is high compared to other developing countries, about 9% of GDP and 25% of exports 6 . Remittance role in the BoP is often higher than phosphate, tourism, foreign investments and private loans (Figure 1 ). They almost cover the trade deficit and have contributed to the recent surpluses of the external current account, as well as the overall BoP surplus.
However, the long term tendency goes against the increase of remittances. With the restriction of Western immigration policies, the rise in the number of educated migrants that tend to settle abroad, family reunification and naturalisation, remittances are expected to decrease. That is why it is important to know the final allocation of the remittances: are they consumed or invested? And if invested, are they invested in productive sectors? In this context, the allocation of remittances between sectors plays an essential role, mainly because the best part is invested in real estate. Indeed, households buy houses in order to increase their utility concerning space, safety, privacy, fewer conflicts and better health. According to Hamdouch (2000) , real estate monopolizes the lion's share with nearly 83.7% of investments by Moroccans residing abroad (MRA) in their country of origin (Table 1) . The first drawback is that construction services are offered domestically and do not profit from technical progress due to competition with international products. The second is that real estate only accounts for 4% of GDP at factor costs, compared to 17% for agriculture, 14% for trade and repair and 11% for rental services. Besides, it only constitutes 3% of the wage payroll compared to 34% in agriculture. At first sight, one concludes that remittances should be channelled to productive sectors in order to guarantee the conditions of a sustainable growth. unattractive to make investments in Morocco. This is due to the lack of information about investment opportunities, a slow bureaucratic system, widespread corruption and the insecurity resulting from the economic and political situation. To this is added, especially in rural areas, the lack of infrastructure such as electricity, water and roads. Consequently, one may think that the improvement of the investment climate would lead to the enhancement of investment by domestic agents, including migrants. Hamdouch (2000) also points out that transfer costs should be further reduced and transfer delays shortened so that migrants find it attractive to remit more. Indeed, the major problem is the lack of transparency on the cost and speed of the transaction: product information can only be obtained through the actual use of the different transfer services (Barendse et al., 2006) . Table 2 presents an example of transfer costs charged by different channels from the Netherlands to Morocco. 
THEORETICAL FRAMEWORK
The benchmark model is inspired from the small open-economy model of Decaluwé et al. (2001) , developed by Cockburn et al. (2006) . The model parameters are calibrated on the Moroccan SAM of 1998 (Abdelkhalek and Zaoujal, 2004) 7 . The disaggregated version of the SAM gathers three production factors: rural and urban labour as well as capital; 34 multi-productive sectors distributed between rural and urban areas; five agents (rural and urban households, firms, the government, and the rest of the world (RoW)). The model 7 For a brief description of the SAM, see the Appendix. A new SAM for the year 2003 is available for Morocco. However, I preferred to use the SAM of 1998 that better fits migration data provided by the survey of Hamdouch in 2000. Anyway, the 2 SAMs do not show any major structural changes of the economy between 1998 and 2003. is implemented in GAMS (Brooke et al., 1988) and solved with MILES, a solver for mixed complementarity problems 8 .
MIGRATION FLOWS
The model allows international migration from rural and urban areas as well as internal migration from rural to urban areas. Migration flows are determined by observed real wage differentials between the region of destination and the region of origin, net of migration costs 9 . Migration costs are modelled à la Chan et al. (2005) who postulate that migration costs are a fraction of the migratory flow 10 . Urban unemployment is also able to affect the determinants of internal migration from rural to urban areas, as well as the determinants of international migration from urban areas. The migration model is borrowed from Karam and Decaluwé (2010) : migration from rural areas is modelled as a two-stage decision process: the rural worker first maximises his expected income considering the choice of staying in Morocco or leaving the country. Then, the rural worker who has decided to stay in Morocco carries out the choice of staying in rural areas or migrating to the cities. Similarly, the urban worker maximises his expected income by choosing to stay in urban areas or migrate abroad. Migration decisions are summarised in Figure 2. 
PRODUCTION ACTIVITIES
The model is distinguished by an explicit separation of activities and households into rural and urban. Rural sectors consist of agriculture and fishing. The nonagricultural and non-fishing sectors of the economy are urban. Production exhibits constant returns to scale. Perfect complementarity is assumed between value added and intermediate consumption. Intermediate consumption aggregate is, in turn, a Leontief function of sectoral inputs. Value added is a constant elasticity of substitution (CES) function of labour and capital. 8 The following presentation uses a minimum of mathematical formulations. The mathematical statement of the model and data description are detailed in Karam (2008) . 9 One of the shortcomings of this paper is that migration is supply-driven. If migration quotas imposed by receiving countries are taken into account, migration flows would not necessarily increase, despite higher wages in the region of destination. This interesting feature deserves to be investigated in future research. 10 For lack of precise information on the magnitude of this cost, I follow Chan et al. (2005) who postulate that migration costs are equal to 10% of the international migratory flow. For internal migration, the cost of labour mobility is obviously lower than international migration and I suppose that internal migration costs are equal to 5% of the internal migratory flow. Economics and Finance, Vol. 6, No. 1 [2010] 2) Following Karam and Decaluwé (2010) , the elasticity of transformation is supposed to be equal to -1.5 for the rural population CET function, -2.5 for domestic workers CET function and -2 for the urban population CET function. The sensitivity analysis over some combinations of migration elasticities does not affect the results qualitatively. Those are available to the interested reader upon request.
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INSTITUTIONS
Rural and urban households receive the bulk of their incomes from labour remuneration in their respective regions. In addition to labour income, households receive capital remuneration, migrant remittances and constant transfers from other agents. Total household income is used to pay direct taxes and fixed amounts of transfers to other agents, to save and consume. Direct tax rates are fixed shares of households' income. Savings are fixed shares of households' disposable income. Consumption demand is determined by a linear expenditure system. In addition to capital remuneration, government income consists of direct taxes, value added taxes as well as import and export tariffs. All taxes are advalorem. Besides transfers to other agents, the government uses its income to buy a fixed quantity of consumption goods. Firms' income is composed of capital remuneration and fixed transfers. The RoW receives import sales and transfers, and pays the FOB value of exports in addition to remittances and fixed transfers.
SYSTEM CONSTRAINTS
COMMODITY MARKETS
Tradable sectors sell their production on domestic and international markets, according to a constant elasticity of transformation (CET) function. Exports of domestic firms face the economic constraints of international markets materialised by a finite export elasticity.
Domestic demand for goods and services is satisfied by local production and imports. These are supposed to be imperfect substitutes for local products, following the Armington assumption (Armington, 1969) 11 . Each type of consumption is a vertical combination of goods and services and a horizontal combination of local and imported products.
FACTOR MARKETS
Installed capital is sector-specific, so that the rental rate of capital varies across sectors. Therefore and given that other things are equal, capital will be invested in sectors where it is highly remunerated. Rural labour is perfectly mobile between rural sectors and is assumed to be fully employed. Urban workers are mobile between urban sectors but urban labour markets are imperfect due to the existence of unemployment. In this case, the unemployment rate is the clearing variable. Due to the lack of econometric studies testing the validity of new trade theories on the Moroccan labour market, I follow here many of CGE models (Cling et al., 2009; Decaluwé et al., 2005; Marouani and Robalino, 2008; etc.) and adopt a wage curve approach (Blanchflower and Oswald, 1995) . With international microeconomic data on more than twelve developed nations, Blanchflower and Oswald (1995) identified a negative relation between wage and unemployment rates, implying that an increase of unemployment rate in a particular region during a year, induces ceteris paribus a fall in the wage rate of the corresponding workers. They also showed that the relation between wage and unemployment rates is stable among countries and through time with an elasticity around -0.1 12 .
MACROECONOMIC CONSTRAINTS
The macroeconomic closure adopted here is the one found in the literature on Morocco (Agénor et al., 2003; Löfgren et al., 1999; Rutherford et al., 1997 
THE SEGMENTATION OF THE SAVINGS MARKET:
Traditional dynamic CGE models postulate that total savings are distributed between sectors according to their rental rate of capital, which means that all kinds of savings are identically treated. This would be however contestable when investment by MRA occurs mainly in real estate. Construction has become one of the pillars of the Moroccan economy, not least because of migrant investments. By contrast, FDI and firms' investments mostly take place in productive sectors, particularly in services and industry.
But why is investment in real estate so frowned upon? In fact, the nature of real estate services limits their supply to local markets. On the contrary, tradable products are offered on international markets and compete with international products. Export expansion has a positive effect on total factor productivity growth, through exploiting economies of scale, technology transfer, or increasing competitive incentives 13 . De Melo and Robinson (1990) captured these effects by introducing an export externality. In their model, exports affect the scale parameter of the CET function between production to domestic and international markets. I follow the specification of Rodrigo and Thorbecke (1997) 13 This hypothesis may be contested with the fact that multinationals nowadays engage in construction services worldwide, transfer their know-how and increase competitiveness in this sector. However, this can be hardly applied to the Moroccan case since FDI in construction services only accounted for 0.1% of the gross fixed capital formation in this sector (author's calculations from national accounts). 14 The export externality may seem ad hoc. That is why a fairly small value is given to this parameter and a sensitivity analysis is run over this value. As expected, the higher the parameter is, the more GDP grows or the less GDP decreases. However, the results are qualitatively the same Scholars and policy makers blame migrants for investing essentially in real estate, what they call a "refugee sector", which reflects a lack of entrepreneurial mentality. Indeed, the first objective of migrants is to meet the household's immediate needs such as space, safety, privacy, fewer conflicts and better health. Secondly, there are specific social and cultural reasons that explain the priority for housing construction, such as the priority for migrants' wives to have their own house, away from the authority of their parents-in-law. This means that investment in real estate by MRA depends on exogenous personal factors such as the willingness to maintain ties with the country of origin. One of the alternatives is to consider investment in housing as a fixed part of the amount of remittances invested. Thus, investment by MRA in real estate is given by the following equation:
as the model simulations reported below. Those are available to the interested reader upon request. Besides, the first version of the paper that did not take into consideration any export externality also shows the same qualitative results.
where estate is the proportion of remittances after consumption invested in real estate (=80% (Hamdouch, 2000) The remainder of remittances not consumed 15 and not invested in real estate, together with households and firms' savings, help finance investment in productive sectors t DINV according to the differential between the sectoral rental rate of capital and the aggregate price of investment, as well as the domestic public debt: when government savings are negative and the external sources of funding are limited, the government is obliged to borrow from domestic agents in order to finance public investment. This domestic funding of the public debt is positively dependent on the country risk premium 2 ε . In other words, if the country risk premium rises making domestic agents reluctant to invest, they will opt for a risk-free investment, such as lending to the government, and the latter will have a crowding-out effect on private investment: According to the National Survey on Household Living Standards of 1998-1999, the proportion of remittances going to consumption is the quarter of the total amount of remittances recorded in the BoP (Bourchachen, 2000 To sum up, each sector receives two kinds of investments: domestic investment funded by firms and households' savings as well as the proportion of remittances not consumed, and foreign investment funded by foreign savings.
The macroeconomic equilibrium is still verified despite the segmentation of the savings market, in the sense that all savings match total investment value (gross fixed capital formation + stock variation). is the capital depreciation rate of sector ps (=8% according to Agénor and El Aynaoui, 2003) ).
In line with the segmentation of the savings market where each source of savings finances a particular investment category, investment by sector of destination t ps INVD , is not homogeneous. It consists of two kinds of investments:
foreign investment funded by external savings and domestic investment funded by local savings. For both types of investment, I adopt the quadratic form proposed by Bourguignon et al. (1989) .
I assume that multinationals first distribute their investment choices between sectors then between countries. In other words, after having selected a sector, the multinational will choose between investing inside or outside Morocco. In line with FDI theories, many factors intervene in the investment decision across countries, such as market size, production costs, the exchange rate, institutional credibility and other factors that affect the country risk premium. For lack of data on the nature of FDI (horizontal/vertical) that occurs in the different sectors, I use the differential between the international and local rental rate of capital as a determinant of FDI in a particular sector, and take into account the negative effect of the exchange rate depreciation on profit repatriation and the negative effect of the country risk premium on the investment decision: In tradable sectors, firms maximize their profits. Then, if available capital is sector-specific, profits or capital remuneration are residual and vary between sectors. This approach is obviously irrelevant for the public sector since the government, as a supplier of non tradable services, does not have an optimization behavior. The cost and thus the price of public services is then the combination of wage and capital costs. Consequently, the rental rate of capital is normalised in the public sector and capital demand is calculated in the following way: Migrant stock at period t is updated periodically with current migrant flows. This means that migrant stock at each period is composed of several generations of migrants who obviously have different remitting behaviors. Assuming that there is only three migrant generations, one should expect that new migrants remit more because they have the strongest ties with the family left behind. In contrast, the second generation that later brought spouses and children in the process of family reunification has lost some of its attachment to the country of origin, but still remits in order to support the parents left behind. The amount remitted is lower than the amount it should remit if all the family was still behind. The third generation of migrants is supposed to be highly integrated in the country of destination and barely remits. To sum up, the remitting behavior depends on migrant generations that are determined by the length of migration. However, the duration of living abroad can not be reproduced in sequential dynamic models because they do not accommodate calculations that involve variables from an indefinite long past. Therefore, some simplifications need to be done. I present the adjustment mechanism of rural and urban migrant stocks in the following way: I assume that rural and urban migrant stocks of each period are composed of three generations according to the age of migrants and that the first generation always receive current migrants. This assumption is plausible since 74% of current migrant flows are aged between 15 and 29, according to Erf and Heering (2002) . And after years of migration, those young migrants pass to the second and third generations of older migrants. At the base year and for lack of data, I postulate that rural and urban migrant stocks have the same age distribution: 35% of migrants are aged between 15 and 29, 42% between 30 and 44, and 23% more than 45 (Erf and Heering, 2002) . In the following period, a fraction of the first generation looses some of its attachment to the home country and is added to the second generation. As well, a fraction of the second generation becomes more disconnected from the family left behind and is added to the third generation. Finally, the evolution of the third generation is given by: 27) 19 Assuming that migrants who are 29 years old at t will pass to the second generation at 1 + t and that the number of migrants aged between 25 and 29 is equally distributed between age brackets, this parameter will be equal to 13%.
20 Assuming that migrants who are 44 years old at t will pass to the third generation at 1 + t and that the number of migrants aged between 30 and 44 is equally distributed between age brackets, this parameter will be equal to 7%. Finance, Vol. 6, No. 1 [2010] The first generation of migrants remits to support the family left behind. Since remittances are motivated by altruism, the remittance rate by the migrant rises with his income in the country of destination and decreases with the family real disposable income. The remittance rate for rural and urban households is respectively given by: for the urban household. The parameters 1 χ and 2 χ will be subject, later on, to a shock (a 20% increase) in order to reflect how the restriction of Western immigration policies or permanent migration reduce the amount of remittances and thus affect the Moroccan economy. The evolution of migrant stock also affects migration costs. Indeed, the more people migrate to a particular destination, the more these costs are likely to decline. The existence of migrant networks improves the access to information by potential migrants left behind. The relation between migration costs and migrant networks is described as follows: The stock of internal migrants to urban areas at the following period
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is equal to the current stock to which is added the current internal migration flow:
Another adjustment equation is required for both domestic and external public debts. The stock of domestic public debt at the following period 1 + t SDD is 21 For lack of data on the value of the elasticity parameter, the latter is arbitrarily set to -1.5. The sensitivity analysis over the value of this parameter (available upon request for the interested reader) shows that the higher the elasticity is, the greater migration costs react to the change of migrant stock. With a higher elasticity, migration costs decrease or increase more. The results show that when migration costs fall more, rural and urban emigration flows generally rise more, and vice versa. However, the change of migration flows is so close to the results of the model simulations reported below. Finance, Vol. 6, No. 1 [2010] (36) The remaining exogenous variables evolve according to an average annual growth rate calculated over 5 or 10 years, depending on the availability of the data. For instance, the evolution of public expenditure and investment is given by: 
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SIMULATION EXPERIMENTS
The first shock illustrates how a drop of remittances can be harmful to the economy in a general equilibrium framework. The three following simulations try to see how to profit from current remittance flows in order to cushion the transition of the economy to a state of lesser dependence on this source of foreign currency. The second shock consists of a 50% drop of the proportion of remittances invested in real estate. Such a shock should raise the amount of 22 Internal and external public debt are respectively fixed at 56% and 15% of GDP (Ministry of Finance, Rabat).
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remittances invested in productive sectors. The magnitude of this shock is explained by the data provided by Hamdouch (2000) on the expected future investments of MRA. Migrants interviewed expect to channel their future investments to productive sectors. Real estate, while remaining the principal sector of investment, will consist, according to Hamdouch (2000) , of no more than 35.6% of the projects. This reflects the change in migrants' behavior, especially the second generation of migrants, and also the fact that MRA have already invested heavily in real estate. The third shock is about a 20% drop in transfer costs. This is translated in a higher amount of remittances received by the economy, used for consumption and investment needs. The final shock consists of a 10% drop in the country risk premium so that to attract foreign and domestic investment, including remittances. Simulation experiments are summarised in Table 3 . 
BASELINE DYNAMICS: "BUSINESS AS USUAL" (BAU)
The growing population induces a rise in rural and urban households' consumption that affects positively demand in sectors. Households mainly increase their consumption of agricultural products, food, furniture and non financial services. Given that other things are equal, prices increase in the sectors facing inceasing demand in order to balance commodity markets. Firms are thus incited to produce more. This is translated in a higher economic growth (Table 4) . In other words, GDP growth is driven by households' consumption. The increasing demand for labour, necessary to meet the expansion of most sectors, creates a pressure on rural and urban labour markets. Consequenlty, the rural wage adjusts upward in order to balance the rural labour market. The two-digit and Finance, Vol. 6, No. 1 [2010] , Art. 1 : 10.2202/1475-3693.1226 increase in rural wage is explained by the important expansion of the agricultural sector that absorbs a big share of households' consumption budget. Surprisingly, unemployment increases in urban areas, in spite of higher labour demand. Indeed, urban population grows not only accordingly to the population natural growth rate, but also due to internal migration from rural areas. In other words, labour supply growth exceeds the increase in labour demand so that unemployment rises. The wage curve insures that real urban wage decreases following the rise of unemployment. Furthermore, increasing prices raise the value of intermediary consumption by sectors and explain why capital remuneration, that is calculated residually, decreases in most sectors. In sum, total factor remuneration increases in rural areas, inducing a rise in rural household income and welfare. However, starting period 15, the price increase is such that rural household real disposable income and welfare decrease. Despite the lower remuneration of urban labour and capital, urban household income and welfare also grow. Indeed, urban households receive interest payments on their lending to the government 23 . Given that other things are equal, the government borrows more in order to meet its investment in infrastructure. This results in higher interest payments to urban households and firms.
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The increasing rural wage dampens migration intentions. On the contrary, urban individuals are motivated to leave the country. This additional migration of urban individuals reduces migration costs due to the increased network effect. In addition, urban households receive a higher amount of remittances. Rural households also receive migrant remittances, although less than urban households, mainly because of the altruistic motive. In fact, rural households' real disposable income declines starting period 15, encouraging rural migrants to remit more. The total amount of remittances grows and helps explain, besides economic growth, the rise of GNP. Remittance growth also induces an appreciation of the real exchange rate. This real appreciation hampers exports and promotes imports. The economy shows then the symptoms of Dutch Disease. Greater remittance flows are also invested in the real estate sector and help explain the expansion of this sector as well as those that provide intermediary products to construction services (mainly mining industry, wood industry, other non-metallic mineral products, metallurgy and metal processing). 
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Review of Middle East Economics and Finance, Vol. 6, No. 1 [2010] , Art. 1 : 10.2202/1475-3693.1226 Finally, and while the "nominal" exchange rate appreciation 24 should stimulate FDI due to profit repatriation, the results show that the diminishing rental rate of capital impedes FDI flows in almost all sectors. Domestic investment also decreases for the same reason.
SIM1: REMITTANCE SLOWDOWN
The 20% rise in the erosion rate of migrant stocks impacts households income. When migrant stock is eroded, fewer rural and urban migrants will remit in the following period, leading, ceteris paribus, to a drop in rural and urban households' income (Table 5 ). In addition, since a part of remittances enters households' total savings and helps fund the domestic public debt, the decrease in remittances will make the government less able to borrow domestically. The ensuing reduction in public interest payments will further reduce households income. Hence, households' consumption budget and welfare are diminished. If all prices remain constant with respect to the BAU growth path, households will consume less goods and services, inducing a drop in total internal demand. Producers then cut their production in order to meet the falling demand.
Since the proportion of remittances not consumed is saved and channelled to investment, one should expect, after the fall in the number of migrants who remit, a drop in domestic investments by destination of all sectors, and especially in real estate. Because the real estate sector consumes a considerable volume of intermediate inputs from other sectors, its contraction further helps reduce the demand addressed to sectors. However, domestic investment becomes more profitable in some sectors (such as agriculture, mining industry, textile and clothing, leather industry, chemistry, rubber and plastic, metallurgy, radios and TV, medical instruments, manufacture of other transport means) because, as it will be shown below, the rental rate of capital increases with respect to the investment aggregate price. In these sectors, domestic investment increases, and consequently the volume of production, in spite of lower domestic demand. However, overall economic activity slows down. The contraction of the overall urban activity induces a drop of urban labour demand. Consequently, urban unemployment rate increases, inducing a drop in urban real wage. In rural areas, the expansion of the agricultural sectors stimulates rural labour demand. Rural wage adjusts upward in order to balance the market.
Since external savings are constant for a given period, the drop in remittances should be compensated by a decrease of the payments to the rest of the world. Therefore, a depreciation of the real exchange rate is necessary which boost exprts and raises the price of imports in domestic currency and thus affects upward the composite price of tradable goods. This results in higher consumer price indexes in rural and urban areas. Domestic agents prefer then to rely on domestic products and total import volume decreases. The symptoms of Dutch Desease vanish. It happens that the expanding sectors compete the most with imports. Therefore, when imports become more expensive, domestic agents consume mostly domestic products and sectors that initially highly compete with imports expand. In those sectors, labour demand thus increases and, given that other things are equal, the physical marginal productivity of capital as well as capital remuneration increase.
The rise in rural consumer price index decreases rural real wage. The depreciated "nominal" exchange rate also raises the wage of international migrants in domestic currency. With the "nominal" exchange rate depreciation and the real wage drop, the rural and urban population are motivated to migrate. At each period, the network effect increases with the accumulation of migrant flows, and reduces migration costs. This further stimulates migration in the following period. Despite the increase of migration flows, the total value of remittances continues to shrink because at each period, fewer migrants are supposed to remit. In addition. the internal migration initially decreases because the rural real wage increases with respect to the urban expected real wage. However, it starts increasing after period 15 when the rural real wage starts declining.
The "nominal" exchange rate depreciation reduces the value of repatriated profits in foreign currency and consequently discourages FDI. After few periods, the increasing domestic investment in some of the above-mentioned sectors (agriculture, leather industry, rubber and plastic, metallurgy) is more than compensated by falling FDI. In total, the aggregate volume of capital invested in these sectors decreases. The initially expanding sectors shrink. In sum, the drop in capital invested in the different sectors is higher than the fall in labour demand so that the marginal productivity of capital and the return on capital increase. 
SIM2: REMITTANCE INVESTMENT IN PRODUCTIVE SECTORS
In principle a 50% drop in the proportion of remittances invested in real estate should raise the proportion of remittances going to productive sectors and thus, domestic investment in productive sectors. This should lead to a contraction of the construction sector and an expansion of productive sectors. Surprisingly, the simulation results show that the vast majority of productive sectors shrink, negatively affecting the overall economic activity (Table 6 ). If we look deeply at the structure of the construction sector, we find that intermediary consumption accounts for 66% of the production value. Hence, when investment is reduced, inducing ceteris paribus a contraction of this sector, producers cut down their consumption of intermediary inputs, given the existing complementarity between production and intermediary consumption. Sectors such as mining, wood, nonmetallic mineral products, metallurgy and metal processing are the most affected. Internal demand addressed to the different sectors then decreases, and producers cut down production. Only agriculture, food industry, editing, furniture and non financial services are not affected because they offer no or little intermediary inputs to the real estate sector. The expanding sectors increase rural and urban labour demand. This causes rural wage to rise and urban unemployment to fall in order to balance rural and urban labour markets. The wage curve causes the real urban wage to increase. The lower labour demand in the contracted sectors induces a drop in the marginal productivity of capital, and ceteris paribus a fall in the rental rate of capital that negatively affects overall capital remuneration. The downward evolution of capital remuneration more than compensates the positive evolution of rural wage and reduces rural household income, consumption budget and welfare. However, urban household income and welfare rises, driven by the rising urban wage rate. The lower consumption of rural households further depresses the demand addressed to the different sectors which causes producers to lower their prices. After some periods, agriculture is also affected by the diminishing consumption. Labour demand decreases in rural areas and rural wage falls in order to balance the market. Later on, the initially expanding urban sectors are touched as well. Urban labour demand then decreases and unemployment increases. Real urban wage falls, as expected. Now, urban household income and welfare also decrease.
Migration intentions to foreign countries are dampened with the wage improvement. When fewer people migrate, in comparison with the BAU growth path, the network effect is lessened and migration becomes more expensive. This further discourages international migration. However, since internal migration costs are assumed constant, the wage differential between rural and urban areas stimulates internal migration. Although lower international migration is expected to reduce the amount of money remitted, this is only true, over some periods, for urban households. Indeed, in accordance with the altruistic motive, rural migrants remit a greater amount because rural household's real disposable income falls. But in sum, the total amount of remittances increases, inducing an appreciation of the real exchange rate in order to maintain external savings fixed. The competitiveness of local producers on international markets is thus deteriorated. Those results of Dutch Disease symptoms are unexpected in the current simulation experiment where an increase in the amount of remittances invested in productive sectors should have stimulated the tradable sectors. While one expects that the "nominal" exchange rate appreciation would have a stimulating effect on FDI, the results show that this positive effect is counterbalanced by the detrimental role of a lower rental rate of capital on FDI flows in the different sectors. By contrast, the drop of the aggregate price of investment compensates for the negative evolution of the rental rate of capital over some periods, so that domestic investment increases until period 15. The positive evolution of remittances also induces a lower drop of GNP, when compared to GDP.
The results of this shock are unexpected. Observers assume that the allocation of migrant investment to productive sectors should promote economic growth by allowing a better productivity growth. However, it appears that there is a strong demand effect that comes into play. This demand effect is related to the linkages that transmit the negative impact of a particular shock on production in the real estate sector to the other industries, through lower intermediary consumption.
SIM3: LOWER TRANSFER COSTS
The results of lower transfer costs show that households receive a larger value of remittances with respect to the BAU growth path, that increases their income, consumption budget and welfare (Table 7) . Furthermore, as long as a fraction of remittances is invested, the drop in transfer costs should boost domestic investment in all sectors, and mostly in real estate. In the next period, the volume of capital follows the evolution of domestic investment. GDP grows, dragging in its way the GNP.
Producers ask for additional rural and urban labour. Thus, rural wage adjusts upward. In urban areas, unemployment decreases and the wage curve insures that real urban wage increases. Therefore, migration flows are dampened. The network effect is then reduced, inducing a rise in migration costs. Moreover, when the economy receives a larger amount of remittances, an appreciation of the real exchange rate is necessary in order to increase the payments to the rest of the world and maintain external savings constant. The symptoms of Dutch Disease show up once again, as expected. On the one hand, the "nominal" exchange rate appreciation reduces 
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Review of Middle East Economics and Finance, Vol. 6, No. 1 [2010] , Art. 1 : 10.2202/1475-3693.1226 the value of the international wage in domestic currency and besides higher migration costs, further discourages international migration. Fewer people migrate, and the amount of remittances will decrease in subsequent periods. Moreover, FDI is boosted in almost all sectors.
SIM4: BETTER INVESTMENT CLIMATE
The simulation of a better investment climate causes foreign and domestic investors to have greater confidence in investment opportunities in Morocco: this is reflected by a simultaneous increase of domestic and foreign investments ( Table 8 ). Given that other things are equal, the capital used in the production of all sectors rises in the next period. Production then follows the evolution of the capital volume. This is translated in higher GDP and GNP. Since domestic producers offer their production in local and international markets, the production growth is reflected in increased exports and local supply. A depreciation of the real exchange rate is then induced to increase the competitiveness of local products on international markets and to stimulate exports. This export expansion increases total factor productivity growth in the corresponding sectors. Imports also increase in order to maintain external savings fixed. Rural and urban labour demand increase with the expansion of rural and urban sectors. The rural wage rises and in urban areas unemployment falls and the real wage rises as predicted by the wage curve. While one should expect a drop in international migration from rural and urban areas after the increase in rural and urban wages, it seems that the exchange rate depreciation counterbalances the downward effect of the wage improvement on migration intentions. However, this is only true over the first few periods. In subsequent periods, international migration flows decrease. The network effect strengthens with migrant numbers and is inversely related to migration costs. Internal migration is dampened, as expected. Households' income and welfare increase following the improvement of labour remuneration. Since remittances are motivated by altruism, migrants then remit a smaller amount. That leads to a GNP growth less than that of the GDP. Households consumption further stimulates economic activity. The growing labour demand is such that the marginal productivity of capital increases as well as capital remuneration. This further encourages FDI and domestic investment. Furthermore, the improvement of the risk premium reduces the possibilities for the government to borrow domestically by channelling a part of 32 Economics and Finance, Vol. 6, No. 1 [2010] , Art. 1 DOI: 10.2202 /1475 -3693.1226 local savings to investment. But the government's investment objective in infrastructure is met thanks to increasing direct taxes and imports tariffs that help improve public savings. This leads to a downward adjustment of the indirect tax rate in order to keep the ratio of government savings to GDP fixed. This paper addressed the controversial subject of the impact of remittances on developing countries through a general equilibrium model applied to Morocco, a country highly dependent on remittances. The paper highlighted the transmission channels by which remittances affect households and sectors giving a particular attention to the investment of remittances in the real estate sector. The model includes a segmented savings market where remittances do not finance the same sectors that either domestic investment or FDI finances. Results showed that a reduction in remittances to Morocco reduces economic growth and households' welfare. Moreover, the drop in the proportion of remittances invested in real estate unexpectedly leads to negative economic growth and welfare deterioration due to the shock to intermediary demand of other sectors. Finally, lower transfer costs and an improved country risk premium lead to growth in economic activity and to welfare improvement.
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CONCLUSION
APPENDIX : A BRIEF DESCRIPTION OF THE MOROCCAN SAM
I use the Moroccan SAM built by Abdelkhalek and Zaoujal (2004) The SAM describes the Moroccan economy in 1998. At this period, GDP amounted to MAD 344 billion. On the output side, the primary and secondary sector are relatively small accounting for respectively 16.4% and 29.4% of real GDP. By contrast, the tertiary sector accounts for 54.2% of real GDP. On the demand side, households consumption accounts for 68% of GDP, while government current expenditures account for 18% of GDP. At the same time, total investment expenditures represent 22% of GDP, implying that Morocco is running a trade deficit equivalent to 8% of GDP. Indeed, exports and imports represent respectively 23% and 31% of GDP. Industrial imports constitute 80% of total imports whereas agricultural products and services only account for 8% and 12% of total imports, respectively. Industrial exports are also the most important, about 81% of total exports, followed by services that represent 11% of total exports whereas agricultural products only account for 8% of total exports. Economics and Finance, Vol. 6, No. 1 [2010] , Art. 1 DOI: 10.2202 /1475 -3693.1226 
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